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1. EXECUTIVE SUMMARY 


"Customer relationship management" 
(CRM) is increasingly viewed as a major 
element of corporate strategy. This is due 
partly to new opportunities presented by 
information technology. In particular, IT - 
in the form of customer databases, data 
warehouses and secure Internet technology 
now enables companies to target chosen 
market segments or micro-segments more 
precisely. 


The Internet, in particular, can be seen as a 
technology that is both a threat and an 
opportunity. By removing barriers to entry 
it is turning some markets on their heads. 
For any organisation, operating in this new 
environment, it is imperative that they 
retain their hard fought for customer base, 
while also exploiting the new emerging 
market opportunities. CRM is therefore 
becoming increasingly important as the 
Internet begins to make an impact. 


Despite the Internet becoming a household 
word, its use as an effective channel to 


market Is still relatively low. According to 
the Bathwick Group's research published in 
‘the Countdown to a Connected World’, 
while 54.2% of the organisations surveyed 
provided passive information to customers, 
only 20.8% are executing any type of 
business transaction with them. However, 
as successful examples of using the 
Internet more proactively, like Dell 
Computer and Amazon.com begin to 
pervade business folklore, we should 
expect this number to rise dramatically. 


Another explanation for the popularity of 
CRM relates to the limitations of traditional 
marketing: this activity has typically been 
the sole preserve of the marketing 
function, which has focused on "marketing 
mix" elements such as product, price, 
promotion and place. These activities have 
been largely directed at winning new 
customers rather than retaining or 
maximising existing ones. 


Many companies have now recognised that 
long-term relationships with customers are 
one of the most important assets of the 
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Chapter 2 


whole organisation. Put another way, 
improved customer retention and an ability 
to grow the customer's value - some call it 
“customer ownership" - is the key to 
competitive advantage and profitability. 


The problem is that there is still a great 
deal of confusion about what CRM (also 
referred to as relationship marketing, or 
customer management) is. To some it 
means direct mail or a loyalty card scheme, 
to others a help desk or a call centre. 
Others see it as a relational database for 
key account management. As a result, 
many organisations are adopting CRM ona 
fragmented basis. To make matters worse, 
only a few businesses have a clear idea 
about how IT is best exploited to 
implement CRM, or how to do so in the 
most cost-effective way. 


This White Paper sets out to offer practical 
guidance by suggesting that companies 
approach CRM in two stages: 


Determine the business's CRM strategy 
Depending on the core business and a 
number of related strategic issues, each 
Organisation needs to consider precisely 
which CRM strategy is appropriate now 
and in the future. We have identified four 
broad strategic options facing 
organisations - product-based selling, 
customer-based marketing, managed 
service and support, and ‘individualised 
relationship marketing’, or what Peppers & 
Rogers have term ‘1 to 1 Marketing’. The 
latter is the most sophisticated - it requires 
collection and analysis of extensive 
information about customers, and also the 
ability and desire to give customers 
individualised service. Various migration 
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paths are possible over time from one 
option to another. 


Select and combine the appropriate 
technology options 

Once the appropriate CRM strategy, for 
now and the future, is decided the 
business needs to select the technology 
that will enable it to implement the chosen 
Strategy. We describe four key information 
technology elements - databases, data 
marts, the ‘enterprise data warehouse’ and 
‘integrated CRM solutions’. The last 
option, which is the most complex, (but of 
course delivers the most value), will 
typically involve the integration of several 
customer-facing operational systems, such 
as Call Centres and electronic commerce 
applications with an enterprise-wide data 
warehouse. 


Finally, we offer some suggestions 
regarding implementation. 


2. DETERMINING A CRM STRATEGY 


With much current attention being 
directed at CRM, some managers are 
advocating the quick introduction of a 
particular technology solution. However, 
organisations’ experiences with IT are 
mixed. Some are hostages to out-of-date 
legacy systems, and others have inherited a 
culture where IT is inappropriately viewed 
as an ever-escalating cost rather than as a 
source of competitive advantage. The 
result is either inappropriate investment in 
new technology which may fail to break 
free of the legacy "chains" or a focus on 
the technology challenge alone, rather 
than the underlying business issues. In 


